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THE STORY IN BRIEF 



1948 

1947 

1946 

Net Sales. 

$2,295,991,180 

$1,981,535,749 

$1,612,596,050 

Net Income before Federal Taxes on Income . 

228,706,016 

189,077,892 

168,230,516 

Net Income after Taxes. 

137,206,016 

107,739,892 

100,098,516 

Earnings per Share. 

5.80 

4.56 

4.24 

Taxes, Federal, state and local. 

114,361,434 

102,038,198 

84,589,620 

Taxes per Share. 

4.84 

4.32 

3.58 

Dividends Paid. 

53,198,262 

41,353,702 

41,328,777 

Dividends Paid per Share. 

2.25 

1.75 

1.75 

Working Capital. 

375,707,426 

308,342,263 

290,486,377 

Inventories. 

349,121,583 

351,002,299 

294,155,238 

Merchandise on Order. 

263,338,175 

348,125,400 

242,554,680 

Land, Buildings, Fixtures and Equipment 

271,618,959 

256,126,578 

201,792,127 

Accumulated Depreciation on Buildings, Fixtures 
and Equipment. 

111,952,714 

105,559,470 

93,505,272 

Stockholders’ Equity. 

559,713,946 

447,021,572 

380,501,867 

Depreciation. 

22,138,102 

23,814,014 

12,642,590 

Contribution to The Savings and Profit Sharing 
Pension Fund of Sears, Roebuck and Co. Em- 
ployes. 

22,817,079 

18,848,363 

16,786,535 

Contribution to The Supplemental Savings and 
Retirement Plan of Sears, Roebuck and Co. 
Employes. 

2,000,000 

1,500,000 

1,500,000 


Number of Stockholders. 

94,735 

92,682 

89,664 

Number of Retail Stores. 

632 

625 

610 

Number of Mail Order Plants. 

11 

11 

10 

Number of Order Offices. 

341 

338 

321 
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TO THE STOCKHOLDERS OF 

SEARS, ROEBUCK AND CO.: 

The Annual Report of the Company for the fiscal 
year 1948, ended January 31, 1949, including the State¬ 
ment of Consolidated Income and Surplus and Consoli¬ 
dated Balance Sheet and the report of the independent 
public accountants appointed by the Board of Di¬ 
rectors, is submitted herewith. 

SALES, INCOME, DIVIDENDS 

Net sales for the year amounted to $2,295,991,180, 
exceeding last year’s volume of $1,981,535,749 by 
$314,455,431, or 16%, and setting a new high record for 
the Company. 

Net income after provision for all taxes for the year 
1948 was $137,206,016, equivalent to $5.80 per share of 
outstanding common stock, compared with $4.56 per 
share for 1947. This also establishes a Company record. 
In relation to sales volume, the net income for 1948 was 
5.98%, as compared with 5.44% in 1947. 

Dividends of $53,198,262 were paid to stockholders, 
equal to $2.25 per share. 

FINANCIAL 

Net working capital increased $67,365,163 during the 
year to $375,707,426 on January 31, 1949. The cash 
balance of $200,535,789 on January 31, 1949 was 
larger by $80,963,876 than the corresponding total of 
cash and short-term Government securities last year. 
Net accounts and notes receivable of $34,438,475 on 
January 31, 1949 increased $2,502,921 over the balance 
at the close of last year. The practice followed for many 
years of selling customers’ installment accounts to 
banks was continued. 

Merchandise inventories of $349,121,583 on January 
31, 1949 were $1,880,716 less than at the end of last 
year. 

Merchandise on order for future delivery totaled 
$263,338,175 on January 31, 1949, compared with 
$348,125,400 a year ago. This together with the inven¬ 
tory should provide merchandise coverage for about 23 
weeks based on planned sales. 

Sales and profits of the Allstate Insurance Companies, 
the foreign subsidiary stores in Cuba and Mexico, and 
the Company’s portion of undistributed profits of 
partly-owned manufacturing companies were not in¬ 
cluded in Company sales and profits. The aggregate of 
such profits applicable to the Company’s interest after 
taxes was $5,341,534 for the year. The Company re¬ 
ceived and reported in profits dividends of $1,397,107 
from these companies. 

The funds required to finance the expansion program 
during the year were provided from earnings and from 
the sale of retail store properties. To avoid having too 
much of the Company’s capital invested in land and 
property improvements, as well as to aid in financing 
the expansion program, again in 1948 selected retail 
store properties were sold to insurance companies and 
leased back by the Company at moderate rentals on 


long-term leases. Property sales totaled $23,570,884. 

The Company has no long-term debt or preferred 
stock. 

PROPERTIES 

T'hc program of property expansion and improve¬ 
ment was continued throughout the year with a total 
capital expenditure of $54,383,208 for all branches of 
the business. Of this total the largest expenditure, 
$45,627,008, was made for the retail store system and 
the balance went into mail order facilities and factories. 

Major additions were completed in 20 existing retail 
stores, and 22 new stores, inclusive of large and small 
types, were opened during the year. A large number of 
stores were modernized and improved. 

Retail stores are under construction in Rio de Janeiro, 
Brazil, and Caracas, Venezuela. A new store in Sao 
Paulo, Brazil, was completed and opened this month. 
Total investment, as of January 31, in foreign stores 
was $11,565,501. 

The store in Mexico City, which has been in operation 
for two years, has more than met our expectations and 
our Havana store, which was opened in 1942, likewise 
has proven to be very satisfactory. 

Repair and maintenance expenses were $16,212,498, 
$3,066,457 more than last year. These expenditures 
were large due to high costs and the wear and tear of 
large volume operation. 

DEPRECIATION, RESERVES 

The amount of depreciation charged to expense this 
year was $22,138,102, compared with $23,814,014 last 
year. 

The Company policy of depreciating fixed assets fast¬ 
er than the Bureau of Internal Revenue regulations 
allow for Federal income tax purposes was continued 
during the year, as depreciation charges allowed by the 
Government inadequately provide for replacements. We 
estimate $4,300,000 more depreciation was expensed 
this year than will be allowed in determining taxable 
income and, at the close of the year, the accumulated 
depreciation, charged to expense on the Company books 
but not allowed as a reduction to taxable income, 
amounted to $42,900,000. This means net profit will be 
increased by the taxes on this amount as it is allowed in 
later years. 

The $28,500,000 Reserve for Contingencies has been 
transferred to the Surplus Account of the Company 
since, according to the policy recommended by the 
American Institute of Accountants, the reserve served 
no practical purpose. 

TAXES 

Federal income taxes on the year’s income are esti¬ 
mated to total $91,500,000. Last year’s provision was 
$81,338,000. 
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The following shows the amount and extent of Com¬ 
pany earnings which go to Federal, state and local 
governments: 


Total Federal, state and 
local taxes 


1948 1947 

$114,361,434 $102,038,198 


Were equivalent to: 

Per cent of net income 

before taxes 45.5% 48.6% 

Per share of stock $4.84 $4.32 

Per $100 of net sales 4.98 5.15 

The total amount of taxes for 1948, $114,361,434, 
exceeded the amount of dividends paid to stockholders 
by $61,163,172, or 115%. 


COMMITTEE TO RECOMMEND AUDITORS 

The Board of Directors appointed a committee in 
March, 1948, consisting of four directors, who are not 
officers or employes, to recommend to the Board the 
selection of independent auditors. This committee se¬ 
lected and the Board appointed Touche, Niven, Bailey 
& Smart to audit the Company’s records for the year. 
A similar committee will be appointed to recommend 
the selection of auditors for 1949. 


PROFIT SHARING AND RETIREMENT PROGRAM 

The Company’s contribution for the year to The 
Savings and Profit Sharing Pension Fund of Sears, 
Roebuck and Co. Employes was $22,817,079. There 
were 95,912 members in the Fund at the close of the 
year. The Fund owned 4,501,423 shares, which equals 
19% of the outstanding capital stock of the Company, 
and $44,586,802 in cash, bonds and securities. 

The Company’s contribution to The Supplemental 
Savings and Retirement Plan of Sears, Roebuck and 
Co. Employes was $2,000,000. The membership in this 
plan consists of 4,346 employes, of whom 58 are retired 
and receive monthly pension checks. 

Further explanation of both Plans is contained in the 
Proxy Statement. 


OFFICERS 

Mr. Herbert F. Murphy was appointed Vice President 
in charge of the Midwestern Territory on April 26, 1948, 
with headquarters in Chicago, Illinois. lie had managed 
the Chicago Retail Store Group for the previous two 
years. Mr. Murphy has been an employe of Sears since 
August, 1929, and a director of the Company since 1945. 

Sir. Charles B. Roberts was appointed Vice President 
in charge of the Southwestern Territory on April 26, 
1948, with headquarters in Dallas, Texas. lie has 
served as Retail Field Officer in charge of this territory 
since January, 1935. Mr. Roberts has been an employe 
of Sears since December, 1912, and a director of the 
Company since 1936. 

CONCLUSION 

The Company established a new high in sales and 
profits in 1948. Employment was at the highest level in 
the Company’s history, affording new jobs and new 
opportunities. The number of employes in full-time 
service averaged 116,552, compared >vith 105,230 last 
year, and in part-time service 42,352, against 39,216 
last year. 

The business opportunities offered by the unusual 
conditions of 1948 may not be repeated in the next few 
years and through our further investment in additional 
stores and facilities during the year we have made good 
use of these exceptional opportunities. The combination 
of deferred consumer needs and gradual return of goods 
in ample supply was reflected by top volume and 
profits. The present outlook is not as promising, but we 
see no reason for undue concern over the business ad¬ 
justment that always accompanies a return to an era of 
balanced demand and supply. We believe business can be 
satisfactory but that 1949 will be more difficult than 
1948. 

The year 1948 has been the greatest the Company has 
ever had, greatest in sales and profits, ending with the 
Company in a strong financial position. That so fine 
a record comes from the patronage of our customers, 
the efforts of our employes, and the splendid cooperation 
of our manufacturers and suppliers is gratefully acknowl¬ 
edged. 

We again invite your suggestions for improvement of 
the Company. 


Approved by the Board of Directors, 


CHAIRMAN 

Chicago, Illinois 
March 30, 1949 






PRESIDENT 
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SEARS, ROEBUCK AND CO. 

and 

Consolidated Subsidiaries 

STATEMENT OF CONSOLIDATED INCOME AND SURPLUS 

For the years ended January 31, 1949 and 1 948 


1948 


1947 


Net Sales. $2,295,991,180 

Other Income. 2,916,658 

Total Income. 2,298,907,838 

Deduct: 

Cost of Sales, Advertising, Selling, Administrative and General Expense . . 1,984,1 72,709 

Repairs and Maintenance . 16,21 2,498 

Depreciation . 22,138,102 

Taxes ( Other than Federal Taxes on Income). 22,861,434 

Contributions to: 

The Savings and Profit Sharing Pension Fund of Sears, Roebuck and Co. Employes ... 22,817,079 

The Supplemental Savings and Retirement Plan of Sears, Roebuck and Co. Employes ... 2,000,000 

2,070,201,822 

Net Income before Provision for Federal Taxes on Income. 228,706,016 

Provision for Federal Taxes on Income. 91,500,000 

Consolidated Net Income (net earnings) for the year. 137,206,016 

Earned Surplus (Earnings reinvested in the business) at beginning of year 255,907,220 

Reserve for Contingencies transferred to Earned Surplus. 28,500,000 

421,613,236 

Dividends Paid. 53,198,262 

Earned Surplus (Earnings reinvested in the business) at end of year . . . $ 368,414,974 


$1,981,535,749 

1,903,369 

1,983,439,118 

1,716,352,610 

13,146,041 

23,814,014 

20,700,198 

18,848,363 

1,500,000 

1,794,361,226 

189,077,892 

81,338,000 

107,739,892 

189,521,030 


297,260,922 

41,353,702 

$ 255,907,220 


Note: The foregoing statement excludes undistributed net profits of unconsolidated subsidiaries of $1,960,338 for the 
year 1948, and $2,714,478 for the year 1947. 

CHARLES E. HUMM, 

Comptroller 
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SEARS, ROEBUCK AND CO. AND 

CONSOLIDATED 


ASSETS 


Current Assets: 

Cash. 

U. S. Government Securities. 

Marketable Securities ( Market Value $7,624,914) . 
Accounts and Notes Receivable: 

Customers Installment Accounts. 

Less accounts sold to banks (less Company's 
equity therein). 

January 31, 1949 

$200,535,789 

4,589,941 

$329,381,335 

294,636,067 

January 31, 1948 

$ 99,403,740 
20,168,173 
3,667,998 

$248,082,066 

220,492,629 

Other Customers Accounts. 

Manufacturers and Miscellaneous Receivables . . 

Total. 

Less estimated Collection Expenses and Losses on 
Installment Accounts and Other Receivables . . . 

Inventories — At lower of cost or market (Mail Order and Factory 
inventories on first-in, first-out basis. Retail store inventories on 

basis of Retail Inventory Method ) ... 

Prepaid Advertising and Other Charges. 

34,745,268 

14,953,751 

19,020,635 

68,719,654 

34,281,179 

34,438,475 

349,121,583 

16,590,871 

27,589,437 

19,457,109 

15,941,549 

62,988,095 

31,052,541 

31,935,554 

351,002,299 

15,394,648 

TOTAL CURRENT ASSETS. 


605,276,659 


521,572,412 

Investments and Advances: 

Unconsolidated Subsidiaries: 

Insurance Companies. 

Foreign Subsidiaries. 

Other Investments and Advances. 

4,848,347 

11,565,501 
7,926,426 

24,340,274 

4,848,347 

7,286,991 

4,476,862 

16,612,200 

Fixed Assets (At Cost): 

Land. 

Buildings. 

Less accumulated depreciation . 

160,553,240 

52,203,280 

21,253,016 

108,349,960 

154,817,373 

51,981,964 

20,199,790 

102,835,409 

Furniture, Fixtures and Equipment. 

Less accumulated depreciation . 

89,812,703 

59,749,434 

30,063,269 

81,109,415 

53,577,506 

27,531,909 

TOTAL FIXED ASSETS. 


159,666,245 


150,567,108 

Goodwill . 


1 


1 



$789,283,179 


$688,751,721 
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CONSOLIDATED SUBSIDIARIES 


BALANCE SHEET 


LIABILITIES 

January 31, 1949 


Current Liabilities: 

Accounts Payable. $ 48,693,688 

Due Customers—Refunds and Unfilled Orders . . . 16,705,262 

Federal Taxes on Income. 98,500,000 

Accrued Taxes Other Than Federal Income Taxes . . 25,581,056 

Other Accruals. 40,089,227 

TOTAL CURRENT LIABILITIES. 229,569,233 


Reserve for Contingencies 


Capital Stock—Without Par Value: Shares 

Authorized. 24,000,000 

Issued and Outstanding. 23,646,513 1 91,298,972 


Earned Surplus (Earnings reinvested in the business) 368,414,974 

$789,283,179 


The January 31, 1948 balances have been restated in some instances to give effect to 
the current year. 


January 31, 1948 


$ 40,087,044 
25,576,993 
86,528,845 
25,003,476 
36,033,791 
213,230,149 


28,500,000 


Shares 

24,000,000 

23,634,205 1 91,1 14,3 5 2 


255,907,220 

$688,751,721 

reclassifications made during 

CHARLES E. HUMM, 
Comptroller 
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TOUCHE, NIVEN, BAILEY 8c SMART 


CERTIFIED PUBLIC ACCOUNTANTS 


To The Stockholders and Board of Directors of 
Sears, Roebuck and Co.: 

We have examined the Consolidated Balance Sheet of Sears, Roebuck and Co. 
and consolidated subsidiary companies as of January 31, 1949, and the related 
Statement of Consolidated Income and Surplus for the fiscal year then ended, have 
reviewed the system of internal control and the accounting procedures of the com¬ 
panies and, without making a detailed audit of the transactions, have examined or 
tested accounting records of the companies and other supporting evidence, by 
methods, and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circum¬ 
stances and included all procedures we considered necessary. 

In our opinion, the accompanying Consolidated Balance Sheet and related 
Statement of Consolidated Income and Surplus present fairly the financial position 
of Sears, Roebuck and Co. and consolidated subsidiaries at January 31, 1949, and 
the results of their operations for the fiscal year then ended, in conformity with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 

TOUCHE, NIVEN, BAILEY & SMART 


Chicago, Illinois 
March 18, 1949 
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